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In brief 

The Private Companies Conversion and Listing Bill, 2013 was read for the second time in the House of 

Representatives in July 2014.  The Bill seeks to compel the mandatory conversion (from private to 

public) and listing of all private companies that meet specified thresholds in all sectors of Nigeria. The 

Bill seeks to force mandatory conversion by making it an offence for the companies (and its directors) 

that do not convert. It also seeks to grant “tax incentives” along with some reliefs on stamp duty and 

registration fees. 

 

In detail 

The Private Companies 
Conversion and Listing Bill 
(“PCCL” or the “Bill”) 2013 was 
read for the second time in the 
House of Representatives in 
July 2014. 
 
In the current form of the Bill, 
all private companies that meet 
any of the following thresholds: 
 
a. Shareholders’ funds in excess 

of NGN40billion. 

 
b. Annual turnover in excess of 

NGN80billion. 

 
c. Total assets in excess of 

NGN80billion. 

must be converted to ‘public 
liability companies’ and listed in 
the Nigerian capital market 
within 12 months of conversion. 

The Bill adopts the definition of 
private companies in the 
Companies and Allied Matters 
Act (CAMA) and goes further to 
extend the definition to cover any 
body corporate, firm or 
partnership or any other entity 
that participates in the sectors 
contemplated in the Bill. 
 
Attention must also be drawn to 
the use of the phrase “public 
liability company” throughout 
the Bill.  The phrase was not 
defined in the Bill and it is also 
not used in CAMA. The term 
used in CAMA is “public limited 
company” and this means that 
the liability of the shareholders is 
limited to the unpaid amount on 
shares held in the company. 
 
The Bill also seeks to grant a tax 
cut that varies with the 
percentage of shares listed by the 

company.  The incentives are for 
5 years as follows: 
 
a. Companies that issue at least 

of 40% of issued share capital 
shall be eligible for a “tax 
incentive at a rate up to one-
third of its applicable income 
tax”. 
 

b. Companies that issue 30% of 
issued share capital shall be 
eligible for a “tax incentive of 
up to one-fourth of its 
applicable income tax”. 

 
c. Companies that issue 20% of 

issued share capital shall be 
eligible for a “tax incentive at 
a rate up to one-eighth of its 
applicable income tax”. 

 
The basis of the tax incentive 
that the Bill seeks to introduce is 
not clear and clarity is a key 
requirement for any legislation 
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that imposes or varies tax 
obligations. Similarly, the tax 
incentives are unfair as it is 
available to companies who are 
forced to list but not available to 
already listed companies.  
 
Contravention of any obligation 
sought to be created by the Bill 
is an offence that attracts a 
minimum term of 
imprisonment of 2 years.  The 
Bill seeks to impose the 
following obligations on 
offences: 
 
a. Corporate bodies shall be 

liable to a fine of 10% of 
annual turnover for each year 
of default upon conviction. 
 

b. Directors, secretaries and 
employees of corporate bodies 
that are aware, consent or 
connive in the commission of 
an offence under the Bill shall 
be liable on conviction to a 
fine of NGN1million for each 
month of default or 
imprisonment for a period not 
below 2 years, or both. 

 

Overview of the Bill 

The PCCL has 10 sections.  We 
have summarised the notable 
sections below: 
 
Sections 1 and 2 specify the 
minimum thresholds for the 
application of the Bill and 
impose the obligation to convert 
and list within 12 months of 
attaining the minimum 
threshold. 
 
Section 3 deals with disclosure 
requirements for accounts.  All 
companies that meet the 
requirement of the Bill must file 
the documents listed below with 
the Securities and Exchange 
Commission (SEC) within the 
later of 6 months of 

commencement of the Bill or 
incorporation: 
 
a. Memorandum and articles of 

association. 
 

b. Current statement of return 
on allotment of shares. 

 
c. Total amount or percentage of 

shares that are subject to 
public holding. 

 
d. A declaration on oath by the 

directors on compliance with 
public offering and listing 
requirements. 

 
e. Audited financial statements 

for 3 years prior to 
commencement of the Bill. 

 
f. Comprehensive asset 

valuation report. 
 

g. A statement on the company’s 
plan to comply with listing 
requirements. 

 
Section 4 grants the SEC powers 
to administer the Bill and also to 
review the minimum thresholds 
specified in section 1. 
 
Section 5 confers inspection 
powers on the SEC which 
enables the SEC to inspect 
records of companies upon 
providing 30 day notice. 
 
Section 6 deals with the tax 
incentives earlier discussed 
above. 
 
Section 7 makes certain 
expenses incurred in 
compliance with the Bill 
deductible for tax purposes. 
 
Section 8 deals with the 
criminal obligation already 
discussed above while sections 9 
and 10 and the interpretation 

and short title sections of the 
Bill. 
 

Comments on the Bill 

Freedom of 
Enterprise/Guarantees against 
Expropriation 

The concept of freedom of 
enterprise is respected in 
Nigerian law.  This freedom 
would usually be limited by the 
following considerations: 
 
a. The impact of the proposed 

activity on national security. 
 

b. Qualifying entry restrictions 
imposed by regulatory 
requirements due to the 
peculiar nature of the activity. 

 
c. Local content restrictions that 

seek to encourage 
participation of Nigerians in 
certain industries. 

 
CAMA regulates the formation, 
operation and liquidation of 
companies in Nigeria and it 
does not restrict the option of 
selecting the appropriate type of 
company for an activity. 
 
Nigerian law also seeks to 
accord investment opportunities 
to non-Nigerians through the 
Nigerian Investment Promotion 
Commission (NIPC) Act. 
 
Section 17 of the NIPC Act 
recognises 
investment/participation rights 
of non-Nigerians to undertake 
any enterprise of their choice 
subject to those on the negative 
list i.e. activities with 
implications on national 
security. 
 
Section 25 of the NIPC Act 
creates clear guarantees against 
expropriation.  This section 
states unequivocally that “no 
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person who owns, whether 
wholly or in part, the capital of 
any enterprise shall be 
compelled by law to surrender 
his interest in the capital to any 
other person”. 
 
The expropriation would be 
exempt where it is for national 
interest or public purpose and 
exercised under a law that 
provides access to courts to 
determine compensation along 
with the payment of fair and 
adequate compensation. 
 
The guarantees provided by the 
NIPC Act were used as a tool by 
previous governments to 
encourage foreign direct and 
portfolio investment in Nigeria. 
The passage of the PCCL could 
indicate a drastic shift in 
Nigeria’s policy on foreign direct 
investment and the imposition 
of criminal obligations on 
individuals and companies 
would serve as a disincentive to 
investing in Nigeria. 
 
The obligations imposed by the 
PCCL would apply to 
enterprises owned by Nigerians 
and non-Nigerians with equal 
force. 
 
The requirement to convert to a 
public company and list on an 
exchange is driven by many 
factors and may never be 
considered where there is no 
need for public funds as private 
companies are cheaper to run 
than public companies.  The 
avoidance of criminality should 
therefore not be motivation for 
companies to list. 
 

Disclosure Requirements 

The PCCL seeks to ensure that 
certain disclosure requirements 
are met and also requires these 
disclosures to be made to SEC. 

 
Appropriate financial reporting 
of companies that meet a certain 
threshold can be achieved by 
other means. Options include 
amending the provisions of 
CAMA to impose the required 
disclosure requirements or 
amending the definition of 
public interest entities in the 
Financial Reporting Council of 
Nigeria Act to include 
companies that meet this 
threshold. 
 

Focusing on Incentives without 
imposing criminal obligations 

The tax incentives sought to be 
created by the Bill should be 
clearer and further incentives 
should be introduced that would 
make the requirement to 
convert and list more attractive 
to investors thereby creating a 
more compelling business case 
for listing. 
 
The placing of criminal 
obligations on investors that 
have strived to grow a business 
in a highly regulated and 
expensive jurisdiction like 
Nigeria could serve as a serious 
disincentive to doing business 
or investing in Nigeria. 
 
Stricter regulations and 
criminalisation should rather be 
placed on the administration of 
the capital markets.  This would 
greatly improve investor 
confidence in the capital market 
and encourage voluntary listing. 
 

Definition of Private Company 

The definition of “private 
company” in the Bill would have 
far reaching implications on 
business in Nigeria if it is 
enacted in its current state as 
successful partnerships and 
other corporate bodies that 

meet this requirement would be 
required to convert and list.  
The phrase ‘any body corporate’ 
could be deemed to extend to 
state owned entities (such as 
NNPC) and this issue needs to 
be addressed in the 
consideration of the Bill.  
 

The takeaway 

 
Private companies are the 
preferred investment vehicle in 
Nigeria for Nigerians, foreigners 
seeking to do business in 
Nigeria and multinational 
companies that are extending 
their operations to Nigeria. 
Private companies provide 
shareholders the protection that 
derives from corporate 
personality and limited liability. 
They are also cheaper to 
administer, subject to lesser 
regulatory scrutiny and much 
easier to liquidate if the need 
arises.  
 
The passage of this Bill would 
change the current situation by 
imposing very stringent 
regulatory requirements along 
with criminal obligations.  

Although the definition of 
private companies in the Bill 
suggests that specific sectors 
will be targeted by the Bill, the 
Bill in the current state does not 
mention any sector and 
therefore investment in all the 
sectors of the economy are 
exposed (including oil and gas, 
telecommunications, consumer 
goods etc.) 

The passage of the Bill will 
ultimately take Nigeria 
backwards in terms of what 
Nigeria has achieved in 
establishing itself as a country 
that encourages unrestricted 
investments since the inception 
of the NIPC Act.
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Let’s talk 

  

For a deeper discussion of how this issue might affect your business, please contact: 

PwC Nigeria – Tax and Regulatory Services 

Taiwo Oyedele 
+234 1 271 1700 Ext 6103 
taiwo.oyedele@ng.pwc.com  

Russell Eastaugh 
+234 1 271 1700 Ext 6122 
russell.eastaugh@ng.pwc.com  

Dafe Akpeneye 
+234 1 271 1700 Ext 6108 
dafe.akpeneye@ng.pwc.com  
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